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AGREEMENT FOR THE INTEGRATION OF
LUTHERAN HEALTH SERVICES, INC.

AND ITS SUBSIDIARIES INTO THE Y- o
RESEARCH HEALTH SERVICES SYSTEM /TM;qu v ,yfﬁf{
LD
THIS AGREEMENT is made and e 31st day of
ary, 1990, by and among( LUTHERAN HEALTH SERVICES,) INC., a

O not-for-profit corporation (hereinafter referred to as

and RESEARCH HEALTH SERVICES, a Missouxi] not-for-profit
FAtion (hereinafter referred to W

~WITNESSETH -

WHEREAS, LHS is exempt from federal income taxation under
§501(c) (3) of the Code and serves as the parent holding company
for an integrated system of organizations dedicated to the
delivery of health care services to the Kansas City metropolitan
area and the surrounding region, and which is anchored by TRINITY
LUTHERAN HOSPITAL, a Missouri not-for-profit corporation which is
oxempt from income taxation under §501(c) (3) of the Code and which
operates a 731-bed tertiary care hospital located at 3030
Baltimore, Kansas City, Missouri (hereinafter referred to as
#TLH"):

WHEREAS, RHS is exempt from federal income taxation under
§501(c) (3) of the Code and serves as the parent holding company
for the Research Health Services System (#RHSS”), which is an
integrated system of organizations dedicated to the delivery of
health care services to the Kansas City metropolitan area and the
surrounding region, and which is anchored by RESEARCH MEDICAL
CENTER, a Missouri not~for-profit corporation which is exempt from
income taxation under §501(c) (3) of the Code and which operates a
536-bed tertiary care hospital located at 2316 East Meyer

Boulevard, Kansas City, Missouri (hereinafter referred to as
f’RMCfl) :

WHEREAS, LHS and RHS previously signed a Letter of Intent,
dated November 2, 1989 (the “Letter of Intent”), which established
Principles of agreement for the intended integration of LHS and
lts subsidiaries into RHSS;

WHEREAS, the parties now desire to establish their complete
agreement regarding the proposed integration of LHS and its
Subsidiaries into RHSS;

NOW, THEREFORE, in consideration of the foregoing and the
?Utual covenants hereinafter set forth, the parties agree as
ollows:
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ARTICLE ‘I

AGREEMENT TO INTEGRATE LHS AND SUBSIDIARIES INTQO RHSS

section 1.1 LHS Representation on RHS Board. Subject to the
rerms and conditions hereinafter set forth and only upon _
satisfaction of the conditions to closing established by this
Agreement, on the Closing Date.(as defined in Section 5.1
nereinafter}, RHS shall amend its By-Laws as appropriate and

necessary to:

(a) Increase the size of the Board of Directors of RHS
to a number adequate to accommodate election to the RHS Board
of six (6) of the current members of the Board of Directors
"of LHS and one (1) of the current members of the Board of
Directors of TIH and to provide that the number of persons
who serve on the RHS Board of Directors by virtue of
membership on the Board of Directors of LHS or TLH shall be
at least 40% of the number of persons who serve on the RHS
Board of Directors who are not either management personnel of
RHS or members of the RHS Board as a result of LHS or other
affiliations. Currently, the number of RHS Board members who
are not either RHS management or serving by virtue of other
affiliations is seventeen (17), and there are three (3) RHS
Directors who are also management personnel and two (2) who
serve by virtue of other affiliations (one member of the
Lee’s Summit Hospital Board of Directors and the Chancellor
of the University of Kansas). Therefore, the parties
currently contemplate that the RHS Board of Directors
immediately following closing will consist of twenty-nine
(29) members as follows:

Nonmanagement/Nonaffiliations 17
LHS Directors 7
RHS Management 3
Other Affiliations 2

Total 29

The parties acknowledge that RHS is currently
negotiating a potential affiliation with the Rehabilitation
Institute of Kansas City which may result in an additional
member of the RHS Board of Directors by wvirtue of affiliation
either before or after c¢losing of this transaction. The
parties further acknowledge and intend that LHS
representation on the RHS Beard of Directors and Executive
and Policy Committees be reasonably proportional to the
representation of other hospitals and health care
organizations which integrate into RHSS. RHS agrees to use
its good faith best efforts to achieve the goal of reasonably
proportional representation. However, this goal shall not
restrict or limit the flexibility of RHS to negotiate future




afflllate representation on the RHS Board of Directors and
Executive. and Policy Committees which RHS in good faith
pelieves is in the best interests of RHSS as a whole.

Attached as EXHIBIT A is a listing of the initial
members of the reorganized Board of Directors for RHS and

their respective terms of office;

(b) Require that nominees for LHS representative
vacancies on the RHS Board be determined by the vote of a
majority of the LHS Board and submitted to the entire Board
of RHS for election or rejection. Nominees for non-LHS
representative directors on the RHS Board shall continue to
be determined by the RHS Policy Committee. Vacancies arising
upon resignation or removal of an RHS director shall be
filled by a qualified LHS or non-LHS representative, as
approprlate, for the balance of the unexpired term by the
same nominating and election procedure; and

(c) Provide that two (2) representatives of LHS on the
RHS Board shall be wvoting members of the Executive and Policy
Ccommittees of the RHS Board of Directors (and any committees
which succeed to the powers and authority of the Executive
and Policy Committees), and increase the maximum size of the
RHS Executive and Policy Committees from nine (39) to twelve
(12) members. Initially, the two (2) LHS representatives on
the RHS Executive and Policy Committees will be the Chairman
of the Board of LHS and the Chairman of the Board of TZLH.
After their terms expire or upon resignation or removal of
either of them, the LHS representative(s) to succeed them
shall be designated by the RHS Policy Committee after
consulting with the Chairman of the Board of LHS.

-Section 1.2 Change in Governing Structure of LHS. Subject
to the terms and conditions hereinafter set forth and only upon
satisfaction of the conditions to closing established by this
Agreement, on the Closing Date (as defined in Section 5.1
hereinafter), IHS shall amend its Articles of Incorporation and/or
By-Laws as appropriate and necessary to:

(a) Provide that RHS shall be the sole member of IHS
under Revised Statutes of Missouri, Chapter 355, with the
authority to elect the Board of Directors of LHS (as
specified in Section 1.3 below) and with all other rights and
privileges of a sole member of a not-for-profit corporation
organized under R.S.Mo. Chapter 355;

(b) Require that upon dissolution of LHS, all of the
remaining assets after satisfaction of outstanding debts will
be distributed to RHS or if RHS does not then qualify as an
organizatiocn exempt from federal income tax under Internal




Revenue Code §501(c) (3), or any successor provision thefeto,
to such other organization which does so gqualify as LHS may
designate by resoclution of the LHS Board;

(c)} Adopt the RHSS levels of approval authority for
capital expenditures and consulting and legal fees.
currently, for LHS this will mean the levels of approval
authority shown on EXHIBIT B attached hereto will be

applicable; :

(d) Require that annual budgets adopted by the Board of
IHS, TLH and their subsidiaries be subject to approval by
RHS; and

(e) Establish such other legally appropriate provisions
as mutually agreed by LHS and RHS which are consistent with

the foregoing. f{ﬁ4

Section 1.3 fiedtion and Removal of LHS Dirgdfgrs. The
amendments to the\i:i/%rticles of Incorporation4dnd By-Laws which
are adopted by LHS he cleosing shall _ sh a Board of
" Directors of which twenty-five percent shall be designated
RHS representatives. Attached as EXHIBI is a listing of the
‘initial members of the reorganized Board of Directors for LES and
their respective terms of office. Future nominations for RHS
representative vacancies on the LHS Board shall be determined by
the RHS Policy Committee and future nominations for other
vacancies on the LHS Board shall be determined by the vote of a
majority of the non-RHS directors (and their successors in office)
on the LHS Board. All nominees to the LHS Board shall be subject
to election by RHS as the sole member, but if RHS shall fail to
elect any non~RHS nominee, then RHS must again obtain nominations
from the non-RHS members of the LHS Board for any position which
RHS so fails to fill. Vacancies arising upon resignation or
removal of an LHS director shall be filled by a qualified RHS or
non-RHS representative, as appropriate, for the balance of the
unexpired term by the same nominating and election procedure.

Except for the Bishop of the Missouri/Kansas Synod of the
Evangelical Lutheran Church im-Ameriea—and the Chairman of the TLH
Board, each who serve as members of the LHS
Board, the amended ILHS By-Laws shall provide that directors shall
Serve three (3) year staggered terms with approximately one-third
(1/3) of the directors’ terms expiring each vear (approximately
one (1) RHS representative for each three (3) non-RHS
Tepresentatives). :

The amended LHS By~Laws shall provide that RHS, as sole
member, may remove Directors who are not .acting in the best

interests of LHS; provided, however, that removal of any non-RHS

Dlrectors will require the concurring vote of a majority of the




mbership of the LHS Board. Any LHS director who is

me . . .
totzie £hall cdontinue to. serve until his or her successor is duly

qualified and elected.

section 1.4 Governance of TLH and Other LHS Subsidiaries.
nb-eEE—Eo the terms and conditions hereinafter set forth and only
subl e {sfaction of the conditions to closing established by this

upgzement, on the Closing Date (as defined in Section 5.1
:greinafter): TLH and the other LHS subsidiaries shall amend theilr
articles of Incorporation and/or By-Laws as appropriate and

necessary to:

(a) Provide that LHS shall be the sole member of TLH
and any other not-for-profit subsididries of LHS under
Revised Statutes of Missouri, Chapter 355, with the authority
to elect the Board of Directors of TLH and with all other
rights and privileges of a sole member of a not-for-profit
corporation organized under R.S.Mo. Chapter 355;

(b) Require that upon dissclution of TLH and any other
not-for-profit subsidiary of LHS, all of the remaining assets
after satisfaction of outstanding debts will be distributed
to the sole member organization of the dissolving corporation
or if such member does not then qualify as an organization
exempt from federal income tax under Internal Revenue Code
§501(c) (3), or any successor provision thereto, to such other
organization which does so qualify as may be designated by
resolution of the Board of Directors of the dissolving
organization:;

{(c) Adopt the RHSS levels of approval authority for
capital expenditures and consulting and legal fees; except
that levels of approval authority for LHS subsidiaries other
than TLH may be established promptly following Closing.
Currently, for TLH this will mean the levels of approval
authority shown on EXHIBIT B attached hereto will be
applicable;

(d) Require that annual budgets adopted by the Boards
of TLH and the other 1LHS subsidiaries be subject to approval
by LHS and RHS; and

(e} Establish such other legally appropriate provisions
'&s mutually agreed by LHS and RHS which are consistent with
the foregoing.

Section 1.5 Election and Removal of(;za and Other Subsidiary

Arectors; TIH Executive Committee. The dments to the
Tticles of Incorporation and By-Laws of and the other LHS

::Esidiaries which are adopted by them at“thWe closing shall
ablish a Board of Directors on which RHS shall have the right

;? Fepresentation b wenty-five perce 25%) of the
Tectors. RHS may elect to exercise thiS 25% representation




ht with respect to TLH or any other LHS subsidiary either at
rig closing or at any time thereafter. _Attached as EXHIBIT D is a
theting of the initial members of the reorganized Boards cof
1is ctors for TLH, the other LHS subsidiaries, and their
Direective terms of office. Future nominations for RHS
reSf—esentative vacancies on the TLH and other LHS subsidiary
:eprds shall be determined by the RHS Policy Committee and future
2g;inations for non-RHS representative Yacancies on such Boards
shall be determined by the vote gf a mgjority of the non—-RHS
directors (and their successors 1n_off1ce) on such Boards. %ll
nominees to the TLH and other subsidiary Boards shall be subject
to election by LHS as the sole member or shareholder, But it LHS
gha o elect any RHS nomi r en 31T in
nominations from the RHS Pol;gy Com@1§tee for any position which
pHs so fails to fill. Vacancies arising upon resignation or
removal of a TLH or other subsidiary Board member shall be filled
by a qualified RHS or non-RHS representative, as appropriate, for
the balance of the unexpired term by the same nominating and
election procedure.

The amended TLH and other LHS subsidiary By-Laws shall
provide that directors shall serve three (3) year staggered terms
with approximately one-third (1/3) of the directors’ terms
expiring each year (approximately one (1) RHS representative for
each three (3) non~RHS representatives).

The amen TLH and other LHS subsidiary By-Laws shall \
provide that as sole member or shareholder, may remove //4<?
Cirectors wheo ! i interests of TLH or the

applicable subsidiary; provided, however, that remoVval of any RHS
Directors will recquire the concurring vote of a majority of the
total membership of the TLH or applicable subsidiary Board. Any
TLH or other subsidiary director who is removed shall continue to
sarve until his or her successor is duly qualified and elected.

The amended By-Laws of TLH shall provide that two (2) RHS
uemberg of the TLH Board shall serxrve as voting members of the
Executive Committee of the Board of Directors of TLH.

Section 1.6 Expiration of Governance Provisions Because of
Eiiigm Integration. The parties intend that the governance
Provisions for RHS, LHS, TLH and LHS’s other subsidiaries serve to
facilitate the integration of LHS, TLH and their subsidiaries into
RHSS So_that the integrated health care system can function as a
:é“qle integrated system of health care organizations dedicated to
c1§ delivery of a full range of health care services to the Kansas
bely metropo%itan area and surrounding region. The parties
aCcleVe'and intend that five (52 years will be sufficient time to
prOOWP}lsh this system integration. Accordingly, all of the
Y Visions established by Sections 1.1 through 1.5 of this
Bg§EEment to guarantee RHS and LHS certain representation on the
th rds of Directors and Executive Committees of RHS, LHS, TLH and

€ subsidiaries of LHS shall expire five (5) years following the




sing Date established pursuant to Section 5.1 hereafter.
Clorefore, subject to such .member or shareholder approval as may
Therequired by law, the Board of Directors of RHS, LHS, TLH and
bee subsidiaries of IHS may, five (5) vears after the Closing
adopt appropriate amendments to their Articles of _
Incorporation and By-Laws to delete the Director and Executive
committee-composition, nomination, election-and removal procedures
astablished by this Agreement_and to adopt such replacegent
rocedures as shall be determined by the RHS Board of Directors
upon recommendation of the RHS Executive Committee to be in the

pest interests of RHSS as a whole.

pate,

Section 1.7 Medical Staffs. The Medical sStaffs of RMC and
TLH shall remain completely separate, internally autonomous,
gelf-governing Medical staffs responsible only to the RMC and TLH
poards of Directors respectively in accordance with the RMC and
TLH Medical Staff By-Laws and applicable Missouri law. The RMC
and TLH Medical Staffs shall have no direct organizational or
official interrelationship with each other or with the Medical
staff of any of the other hospitals within the RHS System. LHS
and RHS recognize and mutually acknowledge that RMC and TLH shall
continue to work independently with their Medical Staffs and
Medical Staff organizations, including all hospital based and
other contract physicians as in the past, to foster effective,
efficient, high quality patient care.

Section 1.8 Hospital Auxiliaries. The RMC and TLH
Auxiliaries shall remain responsible solely to RMC and TLH
respectively, and shall. remain completely separate and apart from
any other RHSS hospital auxiliary, and shall have no direct '
organizational or official interrelationship with the auxiliary of
any other hospital. ILHS and RHS mutually acknowledge that RMC and
TLH shall continue to work independently with their existing
Auxiliaries as in the past to further broad-based community
support for RMC and TLH, for the mission of each hospital, and for
the delivery of high quality patient care in the Kansas City
metropolitan community.

Section 1.9 Operational Considerations and Management
Structure. The parties hereby incorporate into this Agreement the
Operational Considerations and Management Structure Principles set
forth in EXHIBIT E attached hereto.

Section 1.10 Hill-Burton Obligations of RMC and TLH. RHS
and LHS acknowledge that Research Medical Center (“RMC”) and
Trlljlity Lutheran Hospital (”TLH”) previously received construction
dssistance through Title VI of the U.S. Public Service Act (the

Hill-Burton Act”). Under the terms and conditions of the Hill-
Burton Act, if either RMC or TIH is ”sold .or transferred” to a
Nonqualified entity or if either of them ceases to be a nonprofit
NOspital within 20 years after completion of construction financed
Ylth Hill-Burton funds, then the U.S. Government may have a right
to recover some of the Hill-Burton funds. The parties believe and




ntend that Closing of this Agreemen i : .
! ¢ or TLH being “sold or tragsferreg”w;iihﬁgttﬁzsﬁit e aohex
gill-Burton Act. RHS and IHS further acknowledge~th221ng_of the
and followilng closing, RMC and TLH intend to continu tprlor to
as nonprofit hospitals and to meet their respective ebl9 operate
under the Hill-Burton Act, including any applicabl obligations
care and community service obligations. € uncompensated

Section 1.11 Charitable Contribution—tg IUtires ch h
urch. 1In

the event that at any time prior to(J
Trinity Lutheran Manor, Inc. (“TLM”) anuary 1, 1995, gﬂ or
ved,

1iquidated or merged into or with i
substantially all of the assets oraggggerlentlty or all or
sold, transferred or otherwise disposedrof of TLH or TIM shall be
Missouri-Kansas Synod of the E sed of, RHS agrees that the
America (the ”Synod” e Evangelical Lutheran Church in
Meater of (i) §3$5 éoghziltreggéve,das a contribution, the
. YT, o an 125 s s .
the gvent gf a d159051t10n, one-half og théOOgoas go TLM, (1i) in
consideration received in re proceeds of or -
(1ii) in the event of a disszgsggogfoanY_sugh disposition, or
the assets of TLH or TLM at the time gflggu1datlon{ one-half of
liguidation; provided that the amounts caly ety issolution or
clause (ii) and (iii) of this culated pursuant to
of the cost of sal  thls sentence shall in each case b
LM and the amo ale or liquidation, the payment of debts ofe e
by RHS ount of any charitable contributi el
Y and/or its subsidiari ons theretofor made
bsidiari iaries (other than LHS i

subsidiaries) to TLH or TILM; and . and its
shall the a LM; and provided further that i

” ggregate contribution to the Synod fn no event
section exceed $3,000,000. N ; le Synod pursuant to this
contribution t tﬁ ’ . otwithstanding the foregoin
or TLM closes it e Synod shall be required in the eventgéhng il
times prior to JS current operating location but continues at ALy
nursing home aff§§gary 1, 1985 to be an operating hospital o
- for continued ho; iitid with the Synod and to use the net azg t
Kansas City met pital or nursing home services in the aC
relocation strgggllfgn area, so long as prior to any giiiter

: ’ sults in good faith wi
considers t 1 g ai with the S
relocation heI§Y?0d’s opinions and recommendationgngg :23‘
dispositioﬁ oF Tl§ ggderstood that a closure, sale orgoth;ng such
Hospital) a rinity Lutheran North.(formej’:_l St ; r
PUISUant)tolzgi sgall.not require a contributign to ﬂﬁzyss d
Million Dollarss(szcgggnol.ll unless it is sold for more {ggn si
contribute Tw. ’ ,000.00), in which event RHS wi x
s o Hundred Fifty T will
ynod. y Thousand Dollars ($250,000.00) to the

. 1n

Closing, RHS and ]
1 : LHS will use their b i
in : . est eff
with thgu;iézg;ng to be social ministry orgagizztggn:szégngLg 3™
N Americn. ror;éKansas Synod of the Evangelical Luthera éa =2
requiy an§ gh vided, however, that such best efforts sh ?l ot
or opecacty. ?nge in the provisions for organization, avernan
Purstant Lo tg_ RHS, LHS, TLH or TIM which are establf governaDCE,

1s Agreement. However, the parties agr;: iﬁagytgr

e




ing documents of TLH and TIM can include a statement that

h affiliate status shall not cause the Lutheran church(es)
or Missouri/Kansas Synod} to incur or be subject to the
{iabilities or debts of” either of them. In the event that
ffi]_j_ate status cannot be achieved for either TIE or TIM within a
aeasonable period of time after Closing, then RHS and LHS agree
;nat, at the request of the Synod, use of the Lutheran name w@ll
be discontinued for LHS, TLH, TIM and any other IHS subsidiaries.

govern
tchurc

gection 1.13 cChaplaincy Programs. The parties agree that
the Lutheran Chaplaincy preograms currently administered at TLH and
riM will continue in effect as presently structured for at least
rive (5) years after the Clesing, and that any significant changes
in or termination of the Chaplaincy program at either TIH or TLM
during the five (5) years following Closing must be approved by
the Bishop of the Missouri/Kansas Synod of the Evangelical
tutheran Church in America. _

Section 1.14 ' Indemnification of Church Against Revenue Bond

tiability. Following Closing, RHS agrees to indemnify and hold -
EEFHTEEEXthe Missouri/Kansas Synod of the Evangelical Lutheran

"¢hurch in America (the #Synod”) from and against any and all

llability, loss, damage, cost, or expense (including reasonable
attorney fees) which arises out of the issuance of or the failure
to pay any of the principal, interest or other sums due under The
Industrial Development Authority of the City of Kansas City,
Mlssouri Hospital Revenue Bonds (Trinity Lutheran Hospital) Series
1986 in the original principal amount of $24,500,000; provided,
however, that such- indemnification obligation shall apply only to
the extent that the Synod: (a) timely notifies RHS of the bringing
of any claim, action, suit or proceeding covered by said
indemnification obligation; and (b) grants to RHS control of the
dafense of any such claim, action, suit or proceeding and the
right to determine whether or not to offer or accept any
dattlement in compromise of the matter. The foregecing indemnity
i3 for the benefit of the Synod only and is not a quaranty of the
above described bonds nor is it intended to create any rights in
Any other party. :

Section 1.15 oOther Liabilities or Debts. ¥Following closing,
RHS agrees not to cause the Missouri-Kansas Synod of the
EvanCJe_alical Lutheran Church in America to incur or be subject to
the liabilities or debts of TLH and TLM, or any other LHS
Subsidiaries. -

Section 1.16 cChurch Third Party Beneficiary. The parties

;greg that the Synod shall be a third party beneficiary of the
OvVisions of Sections 1.11 through 1.15.
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) ’ ARTICLE IT

REPRESENTATIONS

gection 2.1 Representations of LHS. LHS represents as

jows, such representations being given for the purpose of

ishing the parameters of investigation by RHS and being
d as set forth in Section 6.2 of this Agreement:

(a) Organization and Existence. IHS, TLH and the
other subsidiaries of LHS are corporations duly
incorporated, validly existing, and in good standing under
the laws of the State of Missouri, and are in good standing
in all other jurisdictions in which they are required to be
‘qualified to do business as a foreign corporation.

(k) Authorization, Etc. The execution, delivery and
performance by LHS of this Agreement and all related
instruments, agreements, and documents has been duly
authorized by LHS and its members. The execution, delivery
and performance by LHS of these instruments, agreements, and
documents is within its corporate power, has been duly
authorized by all necessary corporate action, and is not
prohibited, restricted, or inhibited by (i) its Articles of
Incorporation or By-laws; or (ii) except as disclosed on
SCHEDULE 2.1(b) attached hereto, any material law, -
indenture, contract, instrument or agreement which is
binding on LHES, TLH, or any of their subsidiaries (other
than contracts for which appropriate consents to this
transaction have been or prior to Closing will be obtained).
In addition, consummation of the transactions described in
this Agreement will not, to LHS’s knowledge, result in any
material adverse impact upon the business, finances,
prospects, relationships, or agreements of LHS, TLH or any
of the other subsidiaries of LHS.

(¢) Approval of Governmental Bodies. Except as
disclosed on SCHEDULE 2.1(¢) attached hereto, no
authorization or approval or other action by, and no notice
to or filing with, any governmental authority or regulatory
body is required for the due executien, delivery and
Performance by ILHS of this Agreement and all related
agreements, instruments and documents other than such
gpprovals as have been or prior to Closing will be obtained

Y LHS.

(d)" Enforceability of Obligations. This Agreement and
all related agreements, instruments and documents are, or
upon execution at the Closing will be, legal, valid and
binding obligations and enforceable against LHS, as
applicable in accordance with their respective terms, except
FO the extent of applicable bankruptcy, moratorium,
lnsolvency, reorganization and other laws and legal




rinciples affecting or limiting creditors’ rights
enerally. In addition, LHS makes no representation
regarding the availability of specific performance or other
equitable relief or remedies.

(e) Insider Interests. Except as disclosed on
SCHEDULE 2.1(e), no present officer or director of LHS, TLH
or any of their subsidiaries (a) owns, directly or
jndirectly, in whole or in part, any of the properties used
in their businesses, (k) has received a loan or advance from
any of them which is currently outstanding, (c) has any
obligation to make any loan to any of them, or (d) has any
other business relationship with LHS, TLH or their
subsidiaries other than in his or her capacity as an officer
or director. To LHS’s knowledge, no present officer ox
director of ILHS, TLH or their subsidiaries owns in excess of
5%, directly or indirectly, of any interest in, or controls,
or is an employee, officer, director or partner of, or
participant in, or consultant to, any corporation,
association, partnership, limited partnership, Jjoint
venture, or other entity which is a competitor of LHS, TILH
or any subsidiary of LHS or TLH.

(f) Financial Statements and Records. Consolidated
balance sheets of LHS as of September 30, 1988 (audited),
September 30, 1989 (unaudited) and as of all month end
reporting periods since September 30, 1988 (unaudited), and
of TLH as of September 30, 1988 (audited), September 30,
1989 (unaudited) and as of all month end reporting periods
since September 30, 1988 (unaudited), and the related
consolidated statements of income and retained earnings and
changes in financial position for the periocds then ended,
and the separate balance sheets and related statements of
income and retained earnings and changes in financial
position for each other LHS subsidiary for their
corresponding fiscal year ends and end of month reporting
periods, copies of which have been furnished to RHS, fairly
present their financial conditions as of such dates and the
results of operations for the periods ended on such dates,
all in accordance with generally accepted accounting
principles which have been applied on a basis consistent
with that of the preceding period, except that with respect
to unaudited financial statements (1) notes to financial
statements and changes in fund equities are not disclosed,
and (2) estimates used to arrive at certain monthly amounts
are not determined by using the more precise and more
rigorous methods used to compile the unaudited financial
statements at year end; and since September 30, 1989, there
has been no material adverse change in such conditions or
Ssuch operations except those described in SCHEDULE 2.1(f)
hereto. The unaudited combined balance sheets for LHS and
TLH and the separate statements for each subsidiary as of
September 30, 1989, and the unaudited combined statements of




opefations for the vear ended September_Bo, 1989 and the
audited combined balance sheet. and combined statements of
tions for the fiscal year ended September 30, 1988,
copies of which have been furnished to RHS, are based upon
accurate information and reasonable assumptlgns. The
separate statements presented are not consolidated and
therefore, intercompany receivables, payables and
jnvestments are not eliminated or cancelled as would occur
in the consolidated statements. Intercompany receivables,
payables and investments in the unconsolidated financial
statements have not been adjusted or reserved to indicate
estimated realizable values. Except as disclosed in letters
to management from independent auditors, all of the books
and records of LHS, TLH and their subsidiaries, including
but not limited to their stock record books, minute bocks,
By-laws, financial records, and books of account, are
accurate and complete in all material respects.

opera

(g) <Compliance with Law and Other Requlations. ILHS,
TLH, their subsidiaries and their activities as presently
conducted are substantially in compliance with all material
requirements of all governmental bodies or agencies having
jurisdiction over them, the conduct of their business, the
use of their properties and assets, and all premises
occupied by them, and, without limiting the foregoing, LHS,
TLH and their subsidiaries have all required licenses,
permits, certificates, registrations and authorizations
needed for the conduct of their business and the use of
their properties and the premises occupied by them.
BCHEDULE 2.1(g) sets forth each such material license,
permit, certificate, registration, or authorization, and the
applicable expiration date, if any. LHS has delivered or
made available or will prior to Closing deliver or make
available to RHS true and correct copies of such licenses,
permits, certificates, registrations or authorizations, as
well as the most recent fire, safety and other inspection
reports relating to the businesses operated by LHS, TLH and
their subsidiaries. To LHS’s knowledge, there is no act or
omission on the part of LHS, TLH or their subsidiaries
occurring on or before the date hereof which would subject
any of them to the likelihood of any fine or suspension.
Except as set forth in SCHEDULE 2.1(g), LHS, TLH and their
subsidiaries have not received any notice not heretofore
complied with or waived by the responsible authority, from
any federal, state or other governmental authority or agency
having jurisdiction over their properties or activities, or
any insurance or inspection body, that their operations or
any of their properties, facilities, equipment, or business
Procedures or practices fail to comply with any applicable
law, ordinance, regulaticn, building or zoning ordinance,
§°d§;dor regulation, or requirement of any public authority
T body.

...12_




: (h) Litigation. There is no pending or, to LHS’s
knowledge, threatened action or proceeding to which LHS, TIH
or their subsidiaries is or would be a party before any
court, governmental agency or arbitrator, an adverse
determination of which would héve a material adverse effect
upon any of them, other than discussed verbally by

representatives of the parties.

(i) Fraud and Abuse. IHS, TLH, and all of LHS’s other
subsidiaries have not. received any notice of any
investigation nor is any of them the subject of any pending
action or proceeding which alleges that any of them have
engaged in any activities which are prohibited under federal
.statutes Medicare, 42 U.S.C. §1395h(a), or Medicaid, 42
U.5.C. §1396h(a), or the regulations promulgated pursuant to
such statutes or related state or local statutes or
regulations or which are prohibited by rules of professional
conduct, including, but not limited to, any notices or
pending investigations or proceedings which allege that any
of them has engaged in any of the following: (i) knowingly
and willfully making or causing to be made a false statement
or representation of a material fact in any application for
any benefit or payment; (ii). knowingly and willfully making
or causing to be made any false statement or representation
of a material fact for use in determining rights to any
benefit or payment; (iii) failure to disclose knowledge by a
claimant of the occurrence of any event affecting the
initial or continued right to any benefit or payment on its
own behalf or on behalf of another, with intent to
fraudulently secure such benefit or payment; (iv) knowingly
and willfully soliciting or receiving any remuneration
(including any kickback, bribe or rebate), directly or
indirectly, overtly or covertly, in cash or in kind or
offering to pay such remuneration (A) in return for
referring an individual to a person for the furnishing of
any item or service for which payment may be made in whole
or in part by Medicare or Medicaid, or (B) in return for
recommending, purchasing, leasing or ordering any good,
facility, service or item for which payment may be made in
whole or in part by Medicare or Medicaid.

(J) Existing Indebtedness. 1IHS, TLH and their
subsidiaries do not have any existing indebtedness of any
type except (i) that which was set forth on the combined
Unaudited balance sheets of LHS and TLH and their
Subsidiaries as of October 31, 1989, (ii) that which was
lhcurred in the ordinary course of business since such date,
and (iii) that which is described on SCHEDULE 2.1(3) hereto.

. (k) Leases. LHS, TLH and their subsidiaries have no
lnterest, either as lessee or lessor, in any existing
material leases of personal or real property which are not
terminable on 30 days notice, except as described on
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scnéDULE 2.1(x) hereto, which schedule shall be updated and
delivered to RHS at the time of any material change in the
jeases described therein.

(1) Outstanding Guaranties. Except as set forth in
gCHEDULE 2.1(1), LHS, TLH and their subsidiaries have no
aranties outstanding by which any of them guarantees any
indebtedness or any liability of any other person or entity
other than the guaranties described on their financial

statements.

(m) Taxes; Exempt Status. LHS, TIH and their
subsidiaries have filed all required federal and other tax
returns and paid any taxes due pursuant thereto or pursuant
" to any assessment received by either of them except such
taxes, 1if any, as are being contested in good faith and as
to which adecquate reserves have been provided. Except as
disclosed on SCHEDULE 2.1{(m), no audit of any federal, state
or city income tax returns or other tax returns of LHS, TLH
or any of their subsidiaries is in progress, pending, or to
LHS’s knowledge threatened. :

. True copies of all federal, state and local income tax,
property tax, sales tax, Form 990, and other tax returns,
tax examination and audit reports, and statements of
deficiencies assessed against or agreed to by LHS, TLH and
their subsidiaries since January 1, 1986 have been provided
tec RHS. Aall such tax returns were based upon accurate
information and were prepared in substantial conformity with
the applicable tax laws. All deficiencies assessed against
LHS, TLH and their subsidiaries have been paid or are being
contested in good faith and are appropriately reserved
against on the October 31, 1989 financial statements.

Copies of the Internal Revenue Service determination
letters confirming that LES, TLH, and all other not-for-
profit subsidiaries of LHS are organizations exempt from
federal income tax under §501(c) (3) of the Code and copies
of all other exemption letters issued to them by taxing
authorities have been provided to RHS. LHS, TLH, and the
other not-for-profit subsidiaries of LHS are not in
violation of any of the requirements of §501(c) (3) of the
Code or any other provision of the Code or state law which
are conditions to the continued maintenance of their tax
exempt status under federal or state law. Except as
disclosed on SCHEDULE 2.1(m), no audit of the exempt status
of ILHS, TLH, or any other not-for-profit LHS subsidiary is
1n progress, pending, or to LHS”s knowledge, threatened by
any federal, state or local authority.

(n) Employee Plans; Employment Contracts; Labor
Matters. ©LHS, TLH and their subsidiaries have, and at the
Closing Date will have, no “employee pension benefit plan”

-14-




as that phrase is defined in Sgction 3(2) of ERISA (herein
called a “Plan”), except a defined contribution/benefit
pension plan meeting the requirements of ERISA and the Code
(herein called #Pension ‘Plan”). LHS, TILH an@ their
subsidiaries have, and at the Cloging Da?e will have, no _
obligations, contingent or otherwise, written or oral, which
are not cancellable upon thirty (30)rda¥s notice, under any-
employment contract, collective bargaining agreement,
nonqualified pension or retirement plan, bonus plan, stock
option or purchase plan, or other contract or nogtermlnable
agreement benefiting employees generally, group insurance,
group hospitalization, or other employee benefit plan other
than those listed in SCHEDULE 2.1(n}), true and correct
copies, certificates or descriptions of which have been

' delivered to RHS. LHS, TLH and their subsidiaries have
performed all material okligations required to be performed
under the Pension Plan and all such other agreements and
plans and are not in default or in arrears in any material
respect under any of the terms thereof. Except as set forth
in SCHEDULE 2.1(n), LHS, TiLH and their subsidiaries have not
within the past three (3) years engaged in discussions with
respect to any collective bargaining agreement and have not
been the subject of any election with respect to the
unionization of any of their employees, nor are any such
discussions or elections now pending, contemplated by them,
or to LHS’s knowledge, threatened by others. ILHS, TLH and
their subsidiaries have substantially complied with all
applicable material federal and state laws relating to the
enployment of labor, including but not limited to the
provisions thereof relative to wages, hours and collective
bargaining, and are not liable for any arrears of wages for
failure to comply with any of the foregoing, which liability
or failure to comply would have a material adverse effect
upon any of them. LHS, TILH and their subsidiaries have not
received any notice of noncompliance with <ny of the
foregoing. There are no written employment contracts
relating to the employees of LHS, TLH or any of their
subsidiaries which are not cancellable on 30 days notice,
except as set forth on SCHEDULE 2.1(n).

(o) Title to Property. ILHS, TILH and their
subsidiaries have, and at the Closing will have, good and
marketable title to all property and assets purported to be
owned by them, subject only to those options, rights of
first refusal, liens, restrictions, encumbrances, pledges,
and security interests described on SCHEDULE 2.1(o). Except
as disclosed on SCHEDULE 2.1(o), the property and assets of
LHS, TLH and their subsidiaries are in goocd condition and
repair in all material respects, freé of significant defects
of materials or workmanship, and are without the present
Nheed for any major (ie: in excess of $100,000 in any one
instance or more than $100,000 above the current fiscal year




pudget in the aggregate) replacement equipment, repairs,
construct:.on, or reconditions being required by either of

them.

(p) Mechanical and Structural Investigation. To
verify and confirm the representations and warranties
contalned in §2.1(0) regarding the condition of the
properties of LHS, TLH and their subsidiaries, RHS shall
have the right and option at its cost to cause a
comprehen51ve mechanical and structural assessment,
inspection and examination, to be performed as to any part
or all of such property, such assessment, inspection and
review to be made by a competent ind1v1dual(s) or firm(s)
selected by RHS (hereinafter scmetimes ccllectively referred
to as “RHS’s Mechanical and Structural Consultant”),

pursuant to the following:

(1) RHS agrees to promptly cause said mechanical
and structural assessment, inspection and review to be
commenced and to be expeditiously pursued to
completion. ILHS, TLH and their subsidiaries shall
permit RHS’s Mechanical and Structural Consultant to
enter upen their properties upon reasonable notice and
at reasonable times for the purpose of making said
mechanical and structural assessment, inspection and
review and to issue a written report (including,
without limitation, a report as to the anticipated
costs of any necessary repairs, replacements,
construction and recondltlonlng) of such assessment,
inspection and review. RHS shall cause RHS’s
Mechanical and Structural Consultant to conduct its
activities so as to minimize to the extent possible any

disruption of operations.

(2} If such mechanical and structural assessment
report shows the existence of any mechanical or
structural conditions requiring major repairs,
replacements, construction or reconditioning and in the
oplnlon of RHS the aggregate cost of such major
repairs, etc. is materially adverse to .the financial
condition, business or prospects of LHS, TLH or any of
their subsidiaries, such conditions shall entitle RHS
to not close the transactions contemplated by this

Agreement.

(3} RHS agrees that its legal counsel will, upon
regquest of legal counsel for LHS, provide to legal
counsel for LHS a copy of the written report of RHS's
Mechanical and Structural Consultant and that legal
counsel for the respective parties may discuss the same
with their clients who are parties to this Agreement,
to provide their respective clients with legal advice
in anticipation of potential claims or litigation by

-16-
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third parties or the parties hereto relating to the
matters described in the report, related
correspondence, materials or communications. However,
disclosures made and discussions held with respect to
the contents of the written report and any
supplemental, supporting or responsive materials to
such repeort shall be conducted in a manner designed to
preserve and protect the attorney-client privilege with
respect to and the confidential nature of such
information. RHS alsoc agrees to require its Mechanical
and Structural Consultant to keep confidential the
results of its investigation and the contents of its
report and any supplenmental, supporting or responsive
materials to such report and to disclese the same only
to legal counsel for RHS. Unless compelled by law to
do so, no party may disclose to third parties the
contents of the written report or any supplemental,
supportive or responsive materials to such report or of
attorney-client discussions with respect thereto
without the prior written consent of other parties to
this Agreement. ;

(g) Contracts and Commitments. Except as set forth or
described in SCHEDULE 2.1(gq) hereto, LHS, TLH and their
subsidiaries do not have and at the Closing Date will not
have any material contracts or agreements which are not -
cancellable upon thirty (30) days notice including, but
without limiting the generality of the foregoing, any
material commitments or obligations, contingent or
otherwise, under any contract or agreement (i) for the
purchase or sale of inventory, or (ii) for the purchase or
sale of supplies, services or other items, or (iii) for the
purchase or sale of any equipment or machinery, or (iv) for
the performance of services for others; and at the Closing
Date LHS, TLH and their subsidiaries will not have any such
commitment or obligation except those incurred in the
ordinary course of business, those listed in the aforesaid
SCHEDULE 2.1(g), or those consented to in writing by RHS.
LHS, TLH and their subsidiaries have performed all
ocbligations required to be performed under any such contract
or agreement and are not in default or in arrears in any
material respect under the terms thereof. Except as
disclosed on SCHEDULE 2.1(q), none of them has received
notice of any material default or failure of performance
under any such contract or agreement, which default or
failure has not been waived or cured. Each such contract or
agreement is in full force and effect on the date hereof and
true and correct copies of each thereof have been or will
be, prior to Closing, made available:or delivered to RHS.

‘(r) Accounts Receivable; Reserves. The accounts
Yeceivable of IHS, TLH and their subsidiaries reflected on
the October 31, 1989 financial statements are, and thcse




:sting on the Closing Date (i) shall be, comprised of
exiid claims in the full amount thereof against the debtor
Vgarged therewith on their books; (il) except as disclosed
gn such financial statements or otherwise disclosed to RHS,
shall all have been acquired in the ordinary course of
pusiness: (iii) shall be subject to no known defgnses{ set-
of fs or counterclaims; and (iv) shall be collectible in
full, less the reserves for bad debts and third party pavor
adjustments reflected on the Octobe; 31, 1989 balance sheets
and on the balance sheets to be delivered to RHS between the

date of this Agreement and the Closing Date.

(s) Insurance Coverages. ILHS, TLH and their
subsidiaries maintain in full force and effect, with no
premium arrearages, insurance policies with the companies in
the amounts and providing the coverages set forth in
BCHEDULE 2.1(s). True and correct copies of all such
policies, any endorsements thereto, and of all insurance
facility inspection reports have been or will be, prior to
Closing, made available or delivered to RHS.

(t) Bank Accounts. BCHEDULE 2.1(t) hereto contains a
true and complete list as of October 31, 1989 of all
accounts of LHS, TLH and their subsidiaries with banks,
trust companies, savings and loan associations, brokerage
houses, and money managers, and the names of all persons
authorized to draw thereon or to have access thereto.

(u) Trademarks, Trade Names, Etc. ECHEDULE 2.1 (u)
hereto sets forth all, if any, of the trademarks, trade
names, service marks, patents, copyrights, registrations of
LHS, TLH and their subsidiaries, or applications with
respect thereto, and licenses or rights under the same
presently owned, used or intended to be acquired or used by
any of them, and to the extent set forth in SCHEDULE 2.1(u),
the same have been duly registered in such offices as are

indicated thereon.

(v} Accuracy of Information. To LHS’s knowledge, the
financial materials, schedules and other materials supplied
and to be supplied to RHS pursuant to this Agreement are and
$hall be complete and correct in all material respects,
include and shall include all material facts required to
describe fairly and accurately the business and properties
of LHS, TLH and their subsidiaries, and do not and shall not
omit any material fact necessary to make such materials not

misleading.

(w) Reports and Returns. LHS, TIH and their
Subsidiaries have timely filed all significant reports and
returns heretofore required by federal, state or municipal
authorities and all reports and returns to the various
governmental authorities which control, directly or




ly, any of their activities. All such reports and

furns are based upon accurate information and reasonable.
re umptions and were prepared and filed in the manner
;izscribed by applicable law and/or regulation.

1ndirect

(x) Additional Documents Sugplied by IHS. LHS has
delivered or made available, or will .deliver or make -
available before Closing, to RHS true and'e¥acF copies of
(1) all cost reports LHS, TIH, their gub51d1§r1es and their
predecessors in interest have filed with Medicare and
Medicaid for the last three (3) years, as well as all
correspondence and other documents relating to any disputes
and/or settlements with Medicare or.Medicaid within the last
three (3) years, and (ii) all appraisal reports, surveys or

" other documents which evaluate or describe any of the
properties and assets of any of them within the last threg
(3) years, and (iii) all significant reports they and their

redecessors in interest have filed with the U.S. Department
of Health and Human Services, the U.S. Drug Enforcement

Administration, Missouri Division of Health, and Missouri
Health Facilities Review Committee, as well as all o
correspondence and other documents relating to any audits,
disputes, and/or settlements with any of these governmental
agencies within the last three (3) years, except those
reports, correspondence and documents which are privileged
or confidential by law.

(y) Subsidiaries, Partnerships and Investments. Except
as disclosed in SCHEDULE 2.1(y} hereto, (i) LHS and TIH do
not own capital stock or other securities of, or any equity
interests or investment in, any nonpublicly traded
corporation, partnership, joint venture, or other entity;
(ii) all such equity interests in each of the corporations,
partnerships, joint ventures and other entities named in
such SCHEDULE 2.1(y) are owned directly by LHS and/or TLH
free and clear of .all mortgages, liens, pledges, charges,
security interests, encumbrances, options, rights of third
parties, charges and restrictions whatsoever (collectively
"Liens”) other than those disclosed on SCHEDULE 2.1(y), all
of which would not materially adversely effect the
operations of LHS, TLH or such entities;

(z) Stock and Recoxrds. All of the outstanding capital

stock issued to LHS or TLH by any subsidiaries identified on
SCHEDULE 2.1(y) was and is properly issued, and, except as
disclosed in letters to management from independent
auditors, all of their books and records, including but not
limited to their stock record books, minute books, By-Laws
and books of account, are accurate and complete in all
Material respects.




(aa) Hazardous Substances. To thg knowledge of "LHS,
and without having undertagep any specific inqglry or
environmental assessment similar to that degcrlbed_ln
section 2.1(bb) below, LHS makes the fo}loylng environmental
representations. All real property, buildings and otpe;
improvements thereop owned‘by LHS, TLH or an Lgs subsidiary
{(for purposes of this Section 2.1(aa), collectively referred
to as the ”"property”) have never been and are not currently
used as a site for the storage or disposal of solid waste,
infectious waste, petroleum products, pesticides, PCBs,
asbestos, toxic substances or materials or hazardous
substances or materials (herein collectively referred to as
*hazardous substances”), except for the temporary storage of
any such materials pending broper disposal. Except for the
‘generation of hazardous substances, which have been and are
being disposed of in compliance with applicable
environmental laws, the property has never been and is not
currently used as a site for the generation of hazardous
substances. Except as disclosed on SCHEDULE 2.1(bb), no
underground fuel storage tanks have ever been nor are they
currently located on or within the broperty. 1LHS, TLH, -~
their subsidiaries and the property, including any
underground fuel storage tanks located within the Property,
are in full compliance with all environmental laws, and no
event has occurred that would constitute non-compliance
thereof, whether upon the giving of notice or pPassage of
time or both. No governmental agency or authority has
issued any notices or claims or commenced any proceedings
regarding or alleging the existence, storage or disposal of
hazardous substances on the property, or the discharge or
release of hazardous substances from the property. For
burposes hereof, “applicable environmental laws” shall mean
the Resource Conservation and Recovery Act of 1981 (as
arended) (”RCRA”), the Comprehensive Environmental Response
Compensation and Liability Act of 1980 (as amended)
("CERCLA”)}, the Hazardous Waste Management Act of 1978 (as
amended), the Clean Air Act of 1970 (as amended), the Toxic
Substances control Act of 1976 (as amended), and any other
“environmental laws of the Unitedq States, the State of
Missouri, or the ordinances of any applicable county or
‘Municipality, and “hazardous substance” ang "release” shall
?ave the meaning specified in such applicable environmental

aws.

(bb) Hazardous Substance Investigation (Environmental
Assessment). To verify and confirm the representations
contained in §2.1(aa) hereinbefore, RHS shall have the right
and option at its cost to cause a comprehensive
énvironmental assessment, inspection ‘and examination,
Including, without limitation, a comprehensive asbestos
exXposure review, to be pPerformed as to any part or all of
Such Property, such assessment, inspection and review to be
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nade by a competent individual(s) or firm(s) selected by RHS
hereinafter sometimes collectively referred to as “RHS’s
Environmental Consultant”), pursuant to the following:

(1) RHS agrees to promptly cause said
environmental assessment, inspection and review to be
commenced and to be expeditiously pursued to
completion. RHS’s Environmental Consultant may enter
upon the property at reasonable times and upon
reasonable notice for the purpose of making said
environmental assessment, inspection and review and to
issue a written report (including, without limitation,
a report as to the existence of any ACM) of such
assessment, inspection and review. RHS shall cause
RHS’s Environmental Consultant to conduct its
activities so as to minimize to the extent possible any
disruption of operations.

(2) If such environmental assessment report shows
the existence of any hazardous substances or other
environmental conditions, which in the opinion of RHS’s
Environmental Consultant require removal, encasement,
other protective measures, or other remedial or
curative actions, and in the opinion of RHS the cost of
such curative actions is materially adverse to the
financial condition, business or prospects of LHS, TLH
or any of their subsidiaries, the existence of such
conditions shall entitle RHS not to close the
transactions contemplated by this Agreement.

(3) RHS agrees that its legal counsel will, upon
request of legal counsel for LHS, provide to legal
counsel for LHS a copy of the written report of RHS's
Environméntal Consultant and that legal counsel for the
respective parties may discuss the same with their
clients who are parties to this Agreement, to provide
their respective clients with legal advice in
anticipation of potential claims or litigation by third
parties or the parties hereto relating to the matters
described in the report, related correspondence,
materials or communications. However, disclosures made
and discussions held with respect to the contents of
the written report and any supplemental, supporting or
responsive materials to such report shall be conducted
in a manner designed to preserve and protect the
attorney-client privilege with respect to and the
confidential nature of such information. RHS also
agrees to require its Environmental Consultant to keep
confidential the results of its investigation and the
contents of its report and any supplemental, supporting
or responsive materials to such report and to disclose
the same only to legal counsel for RHS. Unless
compelled by law to do so, no party may disclose to
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third parties the contents of the written report or any
supplemental, supportive or responsive materials to
such report or of attorney-client discussions with
respect thereto without the prior written content of
other parties to this Agreement.

section 2.2 RHS'’s Representations. RHS represents as
ws, such representations being given for the purpose of
1ishing the parameters of investigation by LHS and being
d as set forth in Section 6.2 of this Agreement:

(a) Organization and Existence. - RHS, Research Medical
Center (”RMC”), Research Development Group (”RDG”), and
Research Ventures Group, Inc. {”RVG”) are corporations duly
incorporated, validly existing, and in good standing under
the laws of the State of Missouri, and are in good standing
in all other jurisdictions in which they are required to be

qualified to do business as a foreign corporation.

{(b) Authorization, Etc. The execution, delivery and
performance by RHS of this Agreement and all related i
instruments, agreements, and documents have been duly
authorized by RHS. The execution, delivery and performance
by RHS of these instruments, agreements, and documents is -~
within its corporate powers, has been duly authorized by all
necessary corporate action, and is not prohibited,
restricted, or inhibited by (i) the Articles of
Incorporation or By-laws of RHS or any of its subsidiaries;
or (ii) except as disclosed on SCHEDULE 2.2(b), any law,
indenture, contract, instrument or agreement which is
binding on any of them (other than contracts for which
appropriate consents to this transaction have been or prior
to Closing will be obtained). In addition, consummation of
the transactions described in this Agreement will not, to
RHS’s knowledge, result in any material adverse impact upon
the business, finances, prospects, relationships, or
agreements of RHS or any of its subsidiaries.

(c) Approval of Governmental Bodies. No authorization
or approval or other action by, and no notice to or filing
with, any governmental authority or regulatory body is
required for the due execution, delivery and performance by
RHS of this Agreement and all related agreements,
instruments and documents other than such approvals as have
been or prior to Closing will be obtained by RHS.

(d) Enforceability of Obligations. This Agreement and
all related agreements, instruments and documents are, or
upon execution at the Closing will be, legal, valid and
binding obligations and enforceable ‘against RHS, as
applicable in accordance with their respective terms, except
to the extent of applicable bankruptcy, moratorium,
lnsolvency, reorganization and other laws and legal
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rinciples affecting or limiting creditors’ rights
Penerally. In addition, RHS makes no representation :
gegarding the availability of specific performance or other
equitable relief or remedies.

(e) Insider Interests. Except as disclosed on
SCHEDULE 2.2(e}, no present officer or director of RHS, RMC,
RDG or RVG (a) owns, directly or indirectly, in whole or in
part, any of the properties used in their business, (b) has
received a loan or advance from any of them which is
currently outstanding, (c) has any obligation to make any
loan to any of them, or (d) has any other business
relationship with any of them other than in his or her
. capacity as an officer or director. To RHS’s knowledge, no
present officer or director of RHS, RMC, RDG or RVG owns in
excess of 5%, directly or indirectly, of any interest in, or
controls, or is an employee, officer, director or partner
of, or participant in, or consultant to, any corporation,
association, partnership, limited partnership, joint
venture, or other entity which is a competitor of RHS, RMC,

RDG or RVG.

(£) Financial Statements. Consolidated balance sheets
of RHS as of December 31, 1988 (audited), and as of all
month end reporting periods since December 31, 1988
(unaudited), and separate balance sheets of RMC, RDG and RVG
as of December 31, 1988 (audited for RMC and unaudited for
RDG and RVG), and as of all month end reporting periods
since December 31, 1988 (unaudited), and the related
consolidated and separate statements of income and retained
earnings and statements of cash flows for the periods then
ended, copies of which have been furnished to LHS, fairly
present their financial condition as of such dates and the .
results of operations for the periocds ended on such dates,
all in accordance with generally accepted accounting
principles which have been applied on a basis consistent
with that of the preceding period, except that with respect
to unaudited financial statements (1) notes to financial
statements and changes in fund equities are not disclosed,
and (2) estimates used to arrive at certain monthly amounts
are not determined by using the more precise and more
rigorous methods used to compile the unaudited financial
Statements at year end: and since October 31, 1989, there
has been no material adverse change in such condition or
such operations except those described in SCHEEDULE 2.2 (f)
hereto. The unaudited combined balance sheets for RHS and
Separate balance sheets for RMC, RDG and RVG as of October
31, 1989, and the unaudited combined and separate statements
of operations for the ten months ended October 31, 1989 and
the audited combined and separate balance sheets and
Statements of operations for the fiscal year ended December
31, 1988, copies of which have been furnished to LHS, are
based upon accurate information and reascnable assumptions.




rThe separate statements presented are not consolidated and
therefore, intercompany receivables, payables and
jnvestments are not eliminated or cancelled as would occur
in the consolidated statements. Intercoppany regelvayles,
ayables and investments in the unconsclidated flpanglal
gtatements have not been adjusted or‘rese;ved to 1pd1cate
estimated realizable values. Except as disclosed in letters
to management from independent auditors, all of the books
and records of RHS, RMC, RDG and RVG, including but not
1imited to their stock record boocks, minute books, Bylaws,
financial records, and books of account, are accurate and

complete in all material respects.

_ (g) Compliance with Law and Other Requlations. RHS,

' RMCc, RDG, RVG, and their activities as presently conducted
are substantially in compliance with all material
requirements of all governmental bodies or agencies having
jurisdiction over them, the conduct of their business, the
use of their properties and assets, and all premises
occupied by them, and, without limiting the foregoing, each
of them has all required licenses, permits, certificates,”
registrations and authorizations needed for the conduct of
their business and the use of their properties and the
premises occupied by them. SCHEDULE 2.2(g) sets forth each
such material license, permit, certificate, registratiocn, or
authorization, and the_applicable expiration date, if any.
RHS has delivered or made available or will prior to Closing
deliver or make available to LHS true and correct copies of
the licenses, permits, certificates, registrations or
authorizations, as well as the most recent fire, safety and
other inspection reports relating to the business of RHS,
RMC, RDG and RVG. To RHS’s knowledge, there is nc act or
omission on the part of RHS, RMC, RDG or RVG occurring on or
beforé the date hereof which would subject any of them to
the likelihood of any fine or suspension. Except as set
forth in SCHEDULE 2.2(g), RHS, RMC, RDG and RVG have not
received any notice not heretofore complied with or waived
by the responsible authority, from any federal, state or
other governmental authority or agency having jurisdiction
over their properties or activities, or any insurance or
inspection bedy, that any of their operations or any of
their properties, facilities, equipment, or business
procedures or practices fail to comply with any applicable
law, ordinance, regulation, building or zoning ordinance,
COdE, or regulation, or requirement of any public authority
or body.

(h) Litigation. There is no pending or, to RHS'’s
knowledge, threatened action or proceeding to which RHS,
RMC, RDG or RVG is or would be a party before any court,
governmental agency or arbitrator, an adverse determination




ich would have a material adverse impact upon any of

wh &
of t as discussed verbally by representatives of the

them, excep
parties .

(i) Fraud and Abuse. RHS, RMC, RDG and RVG have not
received any notice of any investigation ncr.is any of them
+he subject of any pending action or proceedlpg which
alleges that any of them has or have engaged 1in any
activities which are prohibited under federal statutes
Medicare, 42 U.S.C. §1395h(a), or Medicaid, 42 U.s.cC.
§1396h(a), or the requlations promulgated pursuant to such
statutes or related state or local statutes or regulations
or which are prohibited by rules of professional conduct,
including, but not limited to, any notices or pending
"investigations or proceedings which allege that any of them
has engaged in any of the following: (i) knowingly and
willfully making or causing to be made a false statement or
representation of a material fact in any application for any
benefit or payment; (ii) knowingly and willfully making or
causing to be made any false statement or representation of
a material fact for use in determining rights to any benefit
or payment; (iii) failure to disclose knowledge by a
claimant of the occurrence of any event affecting the
initial or continued right to any benefit or payment on its
own behalf or on behalf of another, with intent to-
fraudulently secure such benefit or payment; (iv) knowingly
and willfully soliciting or receiving any remuneration
(including any kickback, bribe or rebate), directly or
indirectly, overtly or covertly, in cash or in kind or
offering to pay such remuneration (A) in return for
referring an individual to a person for the furnishing of
any item or service for which payment may be made in whole
or in part by Medicare or Medicaid, or (B) in return
recommending, purchasing, leasing or ordering any good,
facility, service or item for which payment may be made in
whole or in part by Medicare or Medicaid.

(i) Existing Indebtedness. RHS, RMC, RDG and RVG do.
-hot have any existing indebtedness of any type which is in
excess of $250,000 per individual obligation except (i) that
which was set forth on the combined audited balance sheet of
RHS or the separate balance sheets of RMC, RDG and RVG as of
December 31, 1988, (ii) that which was incurred in the
ordinary course of business since such date, and (iii) that
which is described on SCHEDULE 2.2(j) hereto.

. (k) Leases. RHS, RMC, RDG and RVG do not have any
interest, either as lessee or lessor, in any existing leases
of personal or real property which are not terminable on 30
days notice and which require annual rental payments in
excess of $250,000, except as described on SCHEDULE 2.2 (k)

hereto.
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(1) Outstanding Guaranties. Except as set forth in-
SsCHEDULE 2.2(1), RHS, RMC, RDG and RVG do not have any
aranties outstanding by which any of them guarantees any
indebtedness or any liability in excess of $250,000 of any
other person or entity other than the guaranties described
on the audited consolidated financial statements of RHS or
the separate financial statements of RMC, RDG and RVG.

{(m) Taxes; Exempt Status. RHS, RMC, RDG and RVG have
filed all required federal and other tax returns and paid
any taxes due pursuant thereto or pursuant to any assessment
received by either of them except such taxes, if any, as are
being contested in good faith and as to which adequate
reserves have been provided. - Except as disclosed on
SCHEDULE 2.2(m) to this Agreement, nho audit of any federal,
state or city income tax returns or other tax returns of
RHS, RMC, RDG or RVG is in progress, pending, or to the
knowledge of any of them, threatened.

True copies of all federal, state and local income tax,
property tax, sales tax, Form 990, and other tax returns,
tax examination and audit reports, and statements of
deficiencies assessed against or agreed to by RHS, RMC, RDG
and RVG since January 1, 1986 have been provided to LHS.
All such tax returns were based upon accurate information
and were prepared in substantial conformity with the
applicable tax laws. All deficiencies assessed against RHS,
RMC, RDG and RVG have been paid or are being contested in
good faith and are appropriately reserved against on the
October 31, 1989 financial statements.

Copies of the Internal Revenue Service determination
letters confirming that RHS, RMC and RDG are corganizations
exempt from federal income tax under §501(c) (3) of the Code
and copies of all other exemption letters issued to them by
taxing authorities have been provided to LHS. RHS, RMC and
RDG are not in viclation of any of the requirements of
§501(c) (3) of the Code or any other provision of the Code or
state law which are conditions to the continued maintenance
of their tax exempt status under federal or state law.
Except as disclosed on SCHEDULE 2.2(m), no audit of the
exempt status of RES, RMC or RDG is in progress, pending, or
to the knowledge of any of them, threatened by any federal,
state or local authority.

(n) Employee Plans; Employment Contracts; Labor
Matters. RHS, RMC, RDG and RVG have, and at the Closing
Date will have, no ”“employee pension benefit plan” as that
phrase is defined in Section 3(2) of ERISA (herein called a

“Plan”), except a defined contribution/benefit pension plan
meeting the requirements of ERISA and the Code (herein
called “Pension Plan”). RHS, RMC, RDG and RVG have, and at

the Closing Date will have, no obligations, contingent or
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otherwise, written or oral, which'are not cancellable upon
30 days notice, under any collective bargaining agreement,
nonqualified pension or retirement plan, stgck option or
urchase plan, or other contract or nonterminable agreement
benefiting employees generally, group insurance, group
nospitalization, or other employee benefit plan other than
those listed in SCHEDULE 2.2(n), true and correct copies,
certificates or descriptions of which have been delivered to
LHS. RHS, RMC, RDG and RVG have performed all material
obligations required to be performed under the Pension Plan
and all such other agreements and plans and are not in
default or in arrears in any material respect under any of
the terms thereof. Except as set forth in SCHEDULE 2.2(n),
RHS, RMC, RDG and RVG have not within the past three (3)
years engaged in discussions with respect to any collective
bargaining agreement and have not been the subject of any
election with respect to the unicnization of ‘any of their
employees, nor are any such discussions or elections now
pending, contemplated by them, or to their knowledge
threatened by others. RHS, RMC, RDG and RVG have complied
with all applicable federal and state laws relating to the
employment of labor, including but not limited to the
provisions thereof relative to wages, hours and collective
bargaining, and are not liable for any arrears of wages for
failure to comply with any of the foregoing, which liability
or failure to comply would have a material adverse effect
upon any of them. RHS, RMC, RDG and RVG have not received
any notice of noncompliance with any of the foregoing.
Except as disclosed to Robert Stark and/or Richard cCatlett,
the LHS representatives who will serve on the RHS Executive
and Policy Committees following closing, RHS, RMC, RDG and
RVG have no written employment contracts with any of their
emplovees which are not cancellable on 30 days’ notice.

(o)} Title to Property. RHS has, and at the Closing
will have, good and marketable title to all property and
assets purported to be owned by it, subject only to those
options, rights of first refusal, liens, restrictions,
encumbrances, pledges, and security interests described on
S8CHEDULE 2.2 (0).

(p) Contracts and Commitments. Except as set forth or
described in SCHEDULE 2.2 (p) hereto, RHS does not have and
at the Closing Date will not have any material contracts or
agreements which are not cancellable upon thirty (30) days
notice including, but without limiting the generality of the
foregoing, any material commitments or obligations,
contingent or otherwise, under any contract or agreement (i)
for the purchase or sale of inventory, or (ii) for the
Purchase or sale of supplies, services or other items, or
(iii) for the purchase or sale of any equipment or
machinery, or (iv) for the performance of services for
Others; and at the Closing Date RHS will not have any such
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material commitment or obl@gation exceptithose.incurred in”
the ordinary course of business, those listed in the
aforesaid SCHEDULE 2.2(p), or those consented tQ in writing
py LHS. Except as disclosed to Robert Stark, Richard
catlett and/or James Heeter, RMC, RDG and RVG do not have
and at the Closing Date will not have any contracts or
agreements which require annual payment amounts in excess of
$250,000 and which are not cancellable on 30 days notice,
including any contracts of the types described in (i)
through (iv) of this Section 2.2(p). RHS, RMC, RDG and RVG
have performed all obligations required to be performed
under any such contract or agreement and are not in default
or in arrears in any material respect under the terms
thereof. Except as disclosed on SCHEDULE 2.2(p) or to the
above mentioned individuals, RHS, RMC, RDG and RVGC have not
received notice of any material default or failure of
performance under any such contract or agreement, which
default or failure has not been waived or cured. Each such
contract or agreement is in full force and effect on the
date herecf and true and correct copies of each thereof have
been or will be, prior to Closing, made available or '
delivered to the appropriate representatives of LHS.

{q) Accounts Receivable; Reserves. The accounts
receivable of RHS, RMC, RDG and RVG reflected on their
October 31, 1989 financial statements are, and those
existing on the Closing Date (i) shall be, comprised of
valid claims in the full amount thereof against the debtor
charged therewith on their books; (ii) except as disclosed
on such financial statements or as otherwise disclosed to
LHS, shall all have been acquired in the ordinary course of
business; (iii) shall be subject to no known defenses, set-
offs or counterclaims; and (iv) shall be collectible in
full, less the reserves for bad debts and third party payor
adjustments reflected on the October 31, 1989 balance sheets
and on the balance sheets to be delivered to LHS between the
date of this Agreement and the Closing Date.

{r) Insurance Coverages. RHS, RMC, RDG and RVG
maintain in full force and effect, with no premium
arrearages, insurance policies with the companies in the
amounts and providing the coverages set forth in SCHEDULE
2.2(r). True and correct copies of all such policies, any
endorsements thereto, and of all insurance facility
inspection reports have been or will be, prior to Closing,
made available or delivered to LHS.

(s) Trademarks, Trade Names, Etc. SCHEDULE 2.2 (s)
hereto sets forth all, if any, of the trademarks, trade
Names, service marks, patents, copyrights, registrations of
RHS, RMC, RDG and RVG, or applications with respect thereto,
and licenses or rights under the same presently owned, used




or intended to be acquired or used by tﬁem, and to the
extent set forth in SCHEDULE 2.2(s), the same have been duly
registered in such offices as are indicated thereon.

(t) Accuracy of Information. To RHS’s knowledge, the
financial materials, schedules and other materials supplied
and to be supplied to LHS pursuant to this Agreement are and
shall be complete and correct in all material respects,
include and shall include all material facts required to
describe fairly and accurately the financial condition of
RHS, and do not and shall not omit any material fact
necessary to make such materials not misleading.

. (u} Reports and Returns. RHS, RMC, RDG and RVG have
 timely filed all significant reports and returns heretofore
required by federal, state or @unicipal authorities and all
reports and returns to the various governmental authorities
which control, directly or indirectly, any of their
activities. All such reports and returns are based upon
accurate information and reasonable assumptions and were
prepared and filed in the manner prescribed by applicable
law and/or regulation.

(v) Additional Documents Supplied by RHS. RHS has
delivered or made available, or will deliver or make
available before Closing, to LHS true and exact coplies of
(i) all cost reports RHS, RMC, RDG, RVG and their
predecessors in interest have filed with Medicare and
Medicaid for the last three (3) Years, as well as all
correspondence and other documents relating to any disputes
and/or settlements with Medicare or Medicaid within the last
three (3) years, and (ii) all reports they and their '
predecessors in interest have filed with the U.s. Department
of Health and Human Services, the U.sS. Drug Enforcement
Administration, Missouri Division of Health, and Missouri
Health Facilities Review Committee, as well as all
correspondence and other documents relating to any audits,
disputes, and/or settlements with any of these governmental
agencies within the last three (3) years, except those
reports, correspondence and documents which are privileged
°or confidential by law.

(w) Subsidiaries, Partnerships and Investments. Except
as disclosed in SCHEDULE 2.2 (W) hereto, (i) RHS, RMC, RDG
and RVG do not own capital stock or other securities of, or
any equity interests or investment in, any nonpublicly
traded corporation, partnership, joint venture, or other
entity; (ii) all such equity interests in each of the
Corporations, partnerships, joint ventures and cther
entities named in such SCHEDULE 2.2(w) are owned directly or
indirectly by RHS, RMC, RDG or RVG free and clear of all
mortgages, liens, pledges, charges, security interests,
encumbrances, options, rights of third parties, charges and
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restrictions whatsoever (collectively “Liens”) other than
those disclosed on SCHEDULE 2.2(w), all of which would not
materially adversely effect the operations of any of them;

(x) Stock and Records. All of the outstanding capital
stock issued to RHS, RMC, RDG and RVG by any subsidiaries
identified on SCHEDULE 2.2(wW) was and is properly issued,
and, except as disclosed in letters tc management from
independent auditors, all of their books and records,
including but not limited to their stock record books,
ninute books, By-Laws and bocks of account, are accurate and
complete in all material respects.

ARTICLE IIT

CONDUCT OF BUSINESS PENDING CLOSING; CONFIDENTIALITY

Section 3.1 Affirmative Covenants. From and after the

slgning of this Agreement and continuing until the Closing Date,
tHs and RHS shall and shall cause TLH, RMC and the subsidiaries
of LHS and RHS to:

(a) Compliance with laws. Use their best efforts in
good faith to comply in all material aspects with all
applicable laws, rules, regulations, and orders, including,
but not limited to, federal and state laws, rules and
regulations applicable to Hospitals, Medicare and Medicaid,
the Code, and ERISA, failure to comply with which would have
a material adverse effect upon any of them.

(b) Financial and Other Reports. Furnish to
designated representatives of each other:

(i) promptly following submission thereof to
their respective boards of directors, monthly unaudited
financial statements of their operations, together with
all management information support data provided to
their directors for each such month, including, but not
limited to, monthly cash position reports, monthly
inpatient activity reports, health care utilization
pattern reports by service, and as otherwise reported,
productivity pattern reports such as FTE by department
or service, and liability issue reports;

(ii) promptly after the filing or receiving
thereof, copies of any and all reports and notices
which they or any of their subsidiaries file under
ERISA with the Pension Benefit Guaranty Corporation
("PBGC”), the U.S. Department of Labor, or the Internal
Revenue Service or which they or the Pension Plan
receives from PBGC, the U.S. Department of Labor, or



the Internal Revenue Service, and which specifically
address the Pension Plan (and are not general mailings
to all Plan sponsors);

(iii) premptly after the filing or receiving
thereof, copies of any and all reports, notices, and
correspendence which they or any of their subsidiaries
file with or receive from federal and state agencies
regulating Hospitals and which specifically address
their operations and are not general mailings to
Hospitals, except those which are privileged or
confidential by law; and

(iv) promptly after the filing or receiving
thereof, copies of all tax returns, reports, notices,
and correspondence which they or any of their
subsidiaries file with or receive from the Internal
Revenue Service, the Missouri Department of Revenue,
and any other federal, state, or local agency with
taxing authority over any of them, except for general
mailings to taxpayers.

(¢) Preservation of Business and Corporate Existence.
Use reascnable care to operate their businesses in the
manner necessary to maintain the good will of their
physicians, personnel, allied health professionals,
patients, third party payors, customers and suppliers and
their reputation in the communities they serve; maintain in
good standing their corporate existence and right to
transact business in those states in which they are now or
may hereafter be doing business; maintain their status as
organizations exempt from federal income +tax under
§501(c) (3) of the Code, and maintain all licenses, permits
and registrations necessary to or required for the conduct
of their businesses.

(d) Insurance. Insure and keep insured at all times
with good and responsible insurance companies: (i) all of
their property of an insurable nature, including, without
limiting the generality of the foregoing, all real estate,
eéquipment, fixtures and inventories, against fire and other
Casualties in such manner and to the extent that like
Properties are usually insured by others operating
Properties of a similar character in a similar locality; and
(ii) against liability on account of damage to persons or
Property (including professional and general liability
lnsurance and under all applicable worker’s coempensation
laws) in such manner and to the extent that like risks are
Usually insured by persons conducting similar businesses.

(e) Payment of Taxes. Pay and discharge, before they
become delinquent, all taxes, assessments and other
governmental charges imposed upon LHS, RHS any of their




subsidiaries, or any of their prope;ties, or any part
thereof, or upon the income or profits therefrom and all
claims for labor, materials or supplies which if unpaid
might be or become a lien or charge upcn any of such

property, except such items as they are in good faith

appropriately contesting and as to which they have provided
adequate reserves. )

(f) Maintenance of Properties and Leases. Use
reasonable care to maintain, preserve and keep their
properties and every part tbereof in good repair, working
order and condition, from time to time; make all needful and
proper repairs, renewals, replacements, additions,
petterments and improvements thereto; and maintain all

leases of real or perscnal property in good standing, free
of any defaults thereunder.

(g)- Notice of Material Adverse Effect. Give prompt
notice in writing to each other of any nonobservance of any
of the covenants in this ARTICLE III or any development or
the occurrence of any event, financial or otherwise, which
constitutes a default under any agreement relating to
borrowed money or which may or shall materially adversely
affect the business, properties or affairs of ILHS or RHS or
their ability to perform their obligations under this
Agreement or any other agreements, instruments, or documents

~) related thereto. ‘

g {h} Books and Records; Inspection; Bank Audits.

. Maintain complete and accurate books and records; permit
persons designated by RHS and LHS to visit and inspect each
other’s properties, inspect their books and records
(including board reports, copies of filings with
governmental agencies, journals, orders, receipts and

: correspondence which relate to their business or accounts),

- except those which are privileged or confidential by law,
and discuss the affairs, finances and accounts of RHS and
LHS with their principal officers, legal counsel, and
independent public accountants; all the foregoing
lnspections and discussions to be at reasonable times.

(i) Notice of Director Meetings. Send written notice
Prior to all regular and special meetings of the directors
of LHS and RHS, and each party shall be entitled to send a
E . Yepresentative to any and all such meetings of the other
- Party to this Agreement.

(J) Regular Meetings of Chief Officers. The Chief
Executive Officer of LHS and the Chief Operating Officer of
RHS and such other personnel as they deem appropriate shall
Meet on a regular basis as appropriate to review LHS and RHS
financial and management reports, short-term and long-term
Planning, and results of operations.
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séction 3.2 Actions Requiring Consent. From and after
i;a";f’fhis Agreement and prior to the Closing Date, except
’iggtnerwise consented to or approved in writing, IHS and RHS
ag

gnall not:
(a) enter into, renew, amend, or terminate any

contract or agreement in excess of $100,000 to which either
of them is a party:

(b) sell, lease or transfer all or a substantial part
of their properties or assets or subject the same to a
mortgage, pledge, lien or other encumbrance; or

N (c) incur any other obligation or liability, absolute
or contingent, other than current liabilities incurred in
the ordinary course of business, or make any loans or
advances to any person, firm or corporation which is not a
subsidiary of RHS or LHS, or assume, guarantee, endorse or
otherwise become liable for the cbligations of any person,
firm oxr corperation which is not a subsidiary of RHS or LHS.

Section 3.3 confidentiality. RHS and IHS, on behalf of
themselves and their related entities, mutually agree that any
confidential or proprietary matters (except publicly available or
froely usable material as otherwise obtained from another source
who was rightfully in possession of and entitled to disseminate
such material) respecting either party or their respective
rslated entities will be kept in strict confidence by the other
party to this Agreement, and shall not be used or disclosed by
the other party if the transaction contemplated by this Agreement
13 not consummated. The provisions of this Section 3.3 shall
aurvive termination of this Agreement. ZIn the event of
termination of this Agreement, each party shall use all
raasonable efforts to return, upon request, to the other party,
all documents (including reproductions thereof) received from or
at the direction of the other party (and, as to reproductions,
all reproductions made by or on behalf of the receiving party)
that include any information not within the exceptions contained
In the first sentence of this Section 3.3. '

ARTICLE IV

CONDITIONS PRECEDENT TO CLOSING

Cl°§i§g of this transaction shall not occur unless all of
onditions precedent set forth in this Article IV shall have
Satisfied or waived in writing on or before the Closing

the
bean
Date,




section 4.1 cOnditions_Precedent to RHS’s oObligation to
sej—’ﬁﬁg_shall not he obl}ga§ed to close unless all of the
Elgfawing conditions are sat%sfled on or bgfgre thg Closing Date
fol s elects to waive in writing any condition which has not
paen satisfied:

(a) Compliance. All of the representations of LHS
contained in this Agreement shall be true as of the date of
this Agreement and shall be deemed to have been made again
at and as of the time of the Closing, and shall then be true
in all material respects, and LHS shall have caused all
agreements, covenants and conditions required by this
Agreement to be performed or complied with by it prior to or
_at the Closing to be so performed or complied with;

{b) Opinion of Counsel. RHS shall have been furnished
with the opinion of counsel te LHS, in form and substance
reasonably satisfactory to RHS, dated the Closing Date, to
the effect set forth in SCHEDULE 4.1(b) attached hereto:;

(c) No Action, Etc. No action or proceeding shall’
have been brought or threatened before any court or
administrative agency to prevent the consummation of, or to
seek damages in a material amount by reason of the
transactions contemplated hereby, and no governmental
authority shall have asserted in writing that the within
transaction (or any other pending transaction involving RHS,
when considered in light of the efifect of the within
transaction) shall constitute a violation of law or give
rise to liability on the part of RHS;

(d) Legal Matters. All actions, proceedings,
instruments and documents required to carry out this
Agreement incidental heretc and all other related legal
matters, instruments and documents required to carry out
this Agreement or incidental hereto and all other related
legal matters shall have been approved by legal counsel to
RHS, which approval shall not be unreasocnably withheld, and
RHS’s legal counsel shall -have been furnished with all
actions, documents and instruments as they shall have
reasonably requested in connection with the transactions

contemplated herein;

. {e) Incumbency Certificates. RHS shall have received
incumbency certificates, dated as of the Closing Date,
Certifying the incumbency of each officer and director of
LHS and containing specimens of the signatures of the
officers who are signing documents to be delivered at the
Closing;

(f) Certified Reselutions. LHS shall have furnished
resolutions, certified by the appropriate officers of LHS,
TLH and their subsidiaries, authorizing the transaction
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contemplated hereby and amending the Articles of °
Incorporation and/or By-Laws of each of them in the manner
required by Sections 1.2 through 1.5 of this Agreement;

(g) Governmental Compliance: The par?ies shall have
complied with the preclosing requirements, if any, of the
Federal Trade Commission, the U.S. Department of Health and
Human Services, the Missouri Division of Health, the
Missouri Health Facilities Review Committee, and any other
governmental agency with jurisdiction to regulate the
pusiness of LHS, RHS, TLH and RMC;

(h) Lender Approvals. The parties shall have received
written approval of the transaction by any lender or party
‘which may have an agreement with RHS, RMC, LHS, oxr TLH which
1imits or restricts the obligations, covenants anad
conditions to be cbserved or performed by RHS and LHS
hereunder; and

(i) oOther Approvals. The parties acknowledge that RHS
LHS and/or subsidiaries of either of them may be involved in
conflicting joint venture or other relationships. The
parties further acknowledge that contractual provisions in
such joint venture or other agreements may restrict or
prohibit involvement of RHS and 1LHS in competing ventures,
projects or facilities. Therefore, on or before the Closing
Date, the parties shall have received satisfactory waiver or
resolution of any restriction or prohibition on consummation
of the transactions contemplated herein which may result
from the joint venture or cother agreements of RHS, LHS
and/or their subsidiaries.

Section 4.2 Conditions Precedent to the Obligations of LHS
to Close. 1IHS shall not be obligated to close unless all of the
following conditions are satisfied on or before the Closing Date
or LHS elects to waive in writing any condition which has not
been satisfied:

- (a) Compliance. All of the representations of RHS
Contained. in this Agreement shall be true as of the date of
this Agreement and shall be deemed to have been made again
at and as of the time of the Closing, and shall then be true
in all material respects, and RHS shall have caused all
agreements, covenants and conditions required by this
Agreement to be performed or complied with by it prior to or
at the Closing to be so performed or complied with;

(b) oOpinion of Counsel. LHS shall have been furnished

with the opinion of counsel to RHS, in form and substance
reasonably satisfactory to LHS, dated the Closing Date, to
the effect set forth in SCHEDULE 4.2 (b) attached hereto:
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(c) No Action, Etc. No action or proceeding shall
have been brought or threatened before any court or
administrative agency to prevent the consummation of, or to
seek damages in a material amount by reason of the
transaction contemplated hereby, an@ no governmental
authority shall have asserted in writing tpat the wiFhin
transaction (or any qther pending transaction ipvo}v1ng LHS,
when considered in light of the effect of the within
transaction) shall constitute a violation of law or give
rise to liability on the part of LHS;

(d) Legal Matters. All actions, proceedings,
instruments and documents required to carry out this
Agreement incidental hereto and all other related legal

‘matters, instruments and documents required to carry out

this Agreement or incidental hereto and all other related
legal matters shall have been approved by legal counsel to
LHS, which approval shall not be unreasonably withheld, and
such counsel shall have been furnished with all such
actions, documents and instruments as they shall have
reasonably requested in connection with the transactions

contemplated herein.

(e) Incumbency Certificates. LHS shall have received
incumbency certificates, dated as of the Closing Date,
certifying the incumbency of each officer and director of
RHS and containing specimens of the signatures of each of
the officers who are signing documents to be delivered at

the Closing;

(£f) Certified Resclution. RHS shall have furnished
resolutions, certified by the appropriate officer of RHS,
authorizing the transactions contemplated hereby, and
amending the Bylaws of RHS in the manner required by Section
1.1 of this Agreement;

(g) Governmental Compliance. The parties shall have
complied with the preclosing requirements, if any, of the
Federal Trade Commission, the U.S. Department of Health and
Human Services, the Missouri Division of Health, the
Missouri Health Facilities Review Committee, and any other
governmental agency with jurisdiction to regulate the
business of RHS, LHS, TLH and RMC; '

(h) Member Approval. LHS shall have received approval
from its members, the Executive Committee of the
Missouri/Kansas Synod of the Evangelical Lutheran Church, to
Consummate the transaction contemplated hereunder;

. (i) Lender Approvals. The parties shall have received
written approval of the transaction by any lender or party
Which may have an agreement with RHS, RMC, LHS or TLH which
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jmits or restricts the obligations, covenants and

! itions to be observed or performed by them hereunder;

cond
and

(j) Other Approvals. The parties acknowledge that RHS
LHS and/or subsidiaries of either of them may be inveolved in
conflicting joint venture or other relationships. The
parties further acknowledge that contractual provisions in
such jeint venture or other agreements may restrict or
prohibit involvement of RHS and LHS in competing ventures,
projects or facilities. Thereforg, on or before the QIOSLng
pate, the parties shall have received satisfactory waiver or
resolution of any restriction or prohibition on consummation
of the transactions contemplated herein which may result
from the joint venture or other agreements of RHS, LHS

and/or their subsidiaries.

ARTICLE V

CLOSING

Section 5.1 Time and Place. Unless otherwise agreed to by
the parties, the Closing under this Agreement for the integration
of LHS and its subsidiaries into RHSS shall take place at the
offices of LHS, 3030 Baltimocre, Kansas City, Missouri, on
Wwadnesday, January 31, 1990, at 9:00 A.M., Local Time. All
reforences in this Agreement, its exhibits and schedules, and in
the agreements, instruments and documents delivered pursuant
hareto, to the Closing or the Closing Date shall mean January 31,
1990, or such other date as the parties mutually agree.

Section 5.2 Deliveries. At the Closing:

(a) LHS shall deliver to RHS:

(i) Certified resolutions of the LHS, TLH and
subsidiary Boards of Directors authorizing LHS, TLH and
LHS subsidiaries to amend their Articles of
Incorporation and By-Laws in the manner described in
Sections 1.2, 1.3, 1.4 and 1.5 of this Agreement;

(ii) cCertificates of Good Standing or corporate
existence of LHS and TLH issued by the Secretary of
State of Missouri, dated not more than thirty (30) days
prior to the Closing Date;

(iii) The legal opinion of counsel to LHS as
required by Section 4.1(b) hereof;

(iv) Duplicate originals of Amended Articles of

Incorporation effecting the modification of the
governing structure of LHS, TLH and the LHS
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subsidiaries in the form and executed in the manner
specified by R.S.Mo. §355.070 and R.S.Moc. §355. 075, or
R.S.Mo. §351.085 and R.S.Mo. §351.090, as appllcable,
for filing by the parties with the Mlssourl Secretary
of State. Following Closing, LHS shall cause the
Missourl Secretary of State to issue certificates to

- RHS of the filing of such Amended Articles of

Inceorporation;

(v) The incumbency certificates required by
Section 4.1(e) hereof:;

(vi) The certified resoclutions required by
Section 4.1(f) hereof.

(vii) The By—Laws of LHS, TLH and their
subsidiaries amended in the manner regquired by this
Agreement and certified by the Secretaries of LHS, TLH
and each subsidiary to have been duly adopted by the
Board of Directors of IHS, TLH and each subsidiary;

(viii) Written evidence of the member approval
required by Section 4.1(h) hereof; and

(ix) Any such other documentation as counsel to
RHS may reasonably request.

(b} RHS shall deliver to LHS:

(i) A certified resolution of the RHS Board of
Directors authorlzlng RHS to amend its By-Laws in the
manner described in Section 1.1 of this Agreement;

(ii) A Certificate of Good Standing or corporate
existence of RHS issued by the Secretary of State of
Missouri, dated not more than thirty .(30) days prior to
the Closing Date;

(iii) The legal opinion of counsel to RHS as
required by Section 4.2(b) hereof;

(iv) The incumbency certificates required by
Section 4.2(e) hereof;

(v) The certified resolutions required by Section
4.2(f) hereof;

(vi) The By-Laws of RHS amended in the manner
required by this Agreement and certified by the
Secretary of RHS to have been duly adopted by the Boarad
of Directors; and
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(vii) Any such other documentation as counsel to
1LES may reasonably request.

ection 5.3 Post-Closing Actions. The parties acknowledge
t ihe amendments to the LHS Articles of Incorporation and

s which were approved by its members, the members of the

pylav council, in November, 1989 substantially comply with the
od of Sections 1.2 and 1.3 of this Agreement, but do not

teras tch the terms of these Sections. The parties agree to

ma \ .
exactly the basis of the amendments authorized by the Synod in

clo::b:;’ and as soon as possible following closing, RHS as sole
:::bgr of LHS and the Board of LHS will take such corporate

action as may be necessary to modify the Articles of

corporation and Bylaws of LHS to comply exactly with the terms
:? gactions 1.2 and 1.3 of this Agreement. In additiop,
following filing of the Amended Articles of Incorporation of LHS
with the Missouri Secretary of State, RHS as sole member of LHS
vill ratify and confirm the election of the RHS representatives

to and the terms of office of the LHS representatives on the LHS
poard of Directors.

_ARTICLE VI

MISCELLANEOQUS

Section 6.1 Further Assurances. Each party hereto shall
axecute such further instruments and documents as counsel for the
other party may reasonably require to carry out effectively the
transactions contemplated hereby and to evidence the fulfilliment
of the agreements contained herein and the performance of all
sonditions to the consummation of such transactions.

Section 6.2 Representations and Agreements Which Do Not
Aurvive Closing.

(a) Except as otherwise set forth in Section 6.2(b)
below, the representations and agreements of the parties set
forth herein and in the certificates to be delivered at the
Closing shall not survive the termination of this Agreement
nor shall they survive the Closing and, fellowing
termination of this Agreement or the Closing, as the case
may be, no party shall have a cause of action or any other
remedy based upon the noncompliance of any party with any
Provision of this Agreement or based upon the omission,
untruth or misleading nature of any representation made
hereunder. RHS and LHS shall each rely upon their own
lnvestigation in determining whether or not to close the
transactions contemplated hereunder.

(b) The provisions of Article I, the obligations and
dgreements of RHS and RHS’s Mechanical and Structural
Consultant under Section 2.1{(p}, the obligaticns and




reements of RHS and RHS’s Environmentgl Consultant under
gection 2.1(bb), the provisions of Section 5.3, the

rovisions of this Sectiop 6.2,_and the'prov1510ns of
sections 6.3 through and 1nc%u@1ng Section §.}4 shall
survive the Closing. In addition, tpe provisions of
sections 2.1(p), 2.1(bb), 3.3 and this Section 6.2 shall
survive termination of this Agreement. :

section 6.3 Entire Agreement; gonstruction: Counterpa?tg.
{s Agreement, including the financial statements, the Exhibits
h to, and the Schedules delivered pursuant thereto, constitutes
hm-e‘em’::i.re agreement of the parties and may not be changed,
the inated or discharged orally. The headings appearing in this
:‘r:ement have been inserted solely for the convenience of the
Az:-‘{:ies and shall be of no force or effect in the construction of
the provisions of this Agreement. This Agreement shall be
construed under the laws of the State of Missouri and, subject to
gaction 6.4 hereinafter, shall be binding upon and inure to the
penafit of the parties hereto, their respective successors, and
permitted assigns. This Agreement may be executed in seve¥al )
counterparts, and each executed counterpart shall be considered
an original of this Agreement.

Section 6.4 Assignment. Except as provided in this Section
6.4, no party to this Agreement may assign its rights or delegate
its duties to any other person or entity without the prior
wrlitten consent of the other party hereto.

Section 6.5 Notices. Notices hereunder shall be effective
{f deposited in the United States mail, postage prepaid,

reqistered or certified, return receipt requested, and addressed,
a3 follows:

LHS: — Lutheran Health Services, Inc.
' 3030 Baltimore
Kansas City, MO 64108
Attn: Richard M. Catlett, Chairman

Copy to: James A. Heeter
. Stinson, Mag & Fizzell
2100 Boatmen’s Center

P. 0. Box 19251
Kansas City, MO 64141

RHS: Research Health Services
6400 Prospect
Kansas City, MO 64132
Attn: E. Wynn Presson, President

v




Copy to: Larry J. Bingham
Burrell, Seigfreid & Bingham
2800 Commerce Tower
911 Main
Kansas City, MO 64105

: Either party may change the address to which notices are to
be addressed by giving the other party notice in the manner

Section 6.6 Expenses. Each party to this Agreement shall
ay its own costs and expenses (including, without limitation,
gh, fees and expenses of its counsel, auditors, and accountants)
{ncidental to the preparation and carrying out of this Agreement.

section 6.7 Brokerage Fee. Each of the parties hereto
represent and warrant to each other that it has not engaged any
proker, finder or other person whe would be entitled to a
brokerage or other fee or commission in respect of the execution
of this Agreement and/or the consummation of the transactions
contemplated hereby. With respect to brokerage fees or
commissions, RHS shall exXonerate, indemnify and hold ILHS harmless
against and in respect of any and all claims, losses, liabilities
and expenses which may be suffered by LHS by reason of any such
arrangement or agreement made by RHS, its agents or employees,
and LHS shall exonerate, indemnify and hold RHS harmless in
respect of any and all claims, losses, liabilities and expenses
which may be suffered by RHS by reason of any such arrangement or
agreement made by LHS or its agents or employees,

Section 6.8 Section and Other Headings. The section and
other headings contained in this Agreement are for reference
purposes only and shall not in any way affect the meaning or
Interpretation of this Agreement.

Section 6.9 Invalidity of Any Provisions. It is the
Intention of the parties hereto that the provisions of this
Agreement shall be enforced to the fullest extent permissible
under'the laws and public policies of each state and jurisdicticn
in which such enforcement is sought, and that the
unenforceability {or the modification to -conform with such laws
9r public policies) of any provision hereof shall not render
unenfo?ceable, or impair, the remainder of this Agreement.
?ccor§1ngly, if any provision to this Agreement shall be deemed
agvalld or unenforceable in whole or in part, this Agreement

all be deemed amended to delete or modify, in whole or in part,
po Nécessary, the invalid or unenforceable provisions, or
orgtlons thereof, and to alter the balance of this Agreement in
€r to render the same valid and enforceable.




gection 6.10 Third Parties. Nothing in this Agreement,

4 eggga’affimplied, is intended to confer upon any person other
.xp; the parties hereto any rights or remedies under or by reason

:hathis Agreement.
n 6.11 Use of Terms Ssubsidiary, Affiliate and Related

gsectio L
titIEET*—ﬁhenever in this Agreement reference is made to an ILHS
Entl = hsidiary, affiliate or related entity, in addition to

S su
::1§§ionships by ownership of stock of corporations whose shares

ra not publicly traded, the parties also mean relationships with
'ot_for—profit corporations where RHS, RMC, RDG, LHS or TLH has
n ht to elect a majority of the representatives to the Board

the rig : A
of Directors of any such not-foxr-profit corporation.

gsection 6.12 Agreement Regarding Emplovee Seniority. The
purtiEE—EQree that for a period of five (5) years following
¢losing, in the event of a reduction in work force when
dapartments at LHS, TLH, or their subsidiaries are merged or
consolidated with similar departments at RHS, RMC, or their
subsidiaries, that .the seniority of the employees from the
affected LHS entity or entities will be integrated with the
ganiority of the employees from the affected RHS entity or
antities, which means that in reducing the work force of the
consolidated or merged department employees will be laid off in
the order of least seniority after integration, and that for
purposes of future layoffs within the consolidated or merged
dapartment, the continuing personnel will be laid off in the crder
of least seniority following integration. Integration of
seniority shall occur only for the above stated purposes and only
during the time period and under the circumstances described
above. LHS agrees that, except for the specific situation
regarding the integration of seniority described above, the
RHS/RMC layoff and recall policy and all other relevant RHS/RMC
policies shall govern all aspects of any reduction in work force-
following the Closing.

Section 6.13 LHS Pension Plan. For a period of five (5)
years following the Closing, the LHS Pension Plan described in
Section 2.1(n) covering personnel of LHS, TLH and their
subsidiaries (the ”LHS Plan”) shall continue in effect with
respect only to the employees of LHS, TLH and their subsidiaries
and not with respect to the employees of RHS, RMC and their
subsidiaries, unless otherwise required by law or unless the Board
of Directors of LHS and the Board of Directors of RHS shall
mutually agree to terminate the LHS Plan, combine the LHS Plan
“ith any pension plan of RHS, RMC or their subsidiaries, or
otherwise change the structure or employees covered by the LIS
ilan. In case of any such change, the Board of Directors of LHS
a“d the Board of Directors of RHS shall mutually agree regarding

Pplication of any overfunded portion of the LHS Plan to the
extent permitted under applicable law.




gection 6.14 System Financings. For a period of five (5)
ars'fgiibwing the Closing, RHS agrees that LHS, TIH and/or their
Y:bsidiaries will not become legally obligated to repay any part
sf either the $57,820,000 Industrial Development Authority of the
oity of Kansas City, Missouri Insured Flexible Demand Hospital
ggfunding and Improvement Revenue Bonds, Series 1985 (Research
Health services System), dated October 15, 1985, or the
513’155,010 Industrial Development Autho;ity of the City of
pelton, Missouri Insured Hospital Refunding and Improvement
Revenue Bonds, Series 1985 (Research Health Services Systemn),
dated October 15, 1985_(ccl}ectlyely the “System Financing”), or
any replacement or refinancing, 1in whole or in part, of the System
rinanCingf nor will the property or assets of LHS, TLH and/or
their subsidiaries be pledged or otherwise encumbered in
Jconnection with the System Financing, or any replacement or
refinancing thereof, unless the Board of Directors of the affected
corporation at a meeting duly peld or b¥ unanimous written consent
approves the affected corporation becoming so obligated, and/or

its property or assets becoming so pledged or otherwise
encumbered.

In addition, for a period of five (5) years following the
Closing, RHS agrees that the $24,500,000 Industrial Development
Authority of the City of Kansas City, Missouri Hospital Revenue
Bonds (Trinity Lutheran Hospital) Series 1986, dated September 15,
1986, will not be replaced or refinanced, in whole or in part,
unless the Board of Directors of TLH acting at a meeting duly held
or by unanimous written consent shall approve such refinancing.

Section 6.15 Termination. This Agreement may be terminated
on or before tne Closing Date without liability on the part of

any party:

(a) By the mutual consent of all the parties hereto;

{b) By any party hereto if at the time of Closing a
condition to Closing has not been satisfied;

(c) By any party hereto if there has been a material
misrepresentation, misstatement or omission on the part of
any other party of the representations of such other party
set forth herein or made pursuant hereto, or if there has
been any failure on the part of any other party to perform
its obligations or comply with its covenants hereunder; or

(d) By any party hereto if at the time of Closing such
party has determined that consummating the transactions set
forth in this Agreement is not in the best interests of
such party. Each party agrees to notify the other as scon
as reasonably possible after ahy determination to terminate
this Agreement has been made.
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£S5 WHEREOF, the parties have caused their- corporate

IN WITN
hereunto subscrlbed by their duly authorlzed

- @5 to be
grricers:
RHS: , RESEARCH HEALTH SERVICES
ﬂ _L_VQ
Arthur Brand, Chairman
LHS: LUTHERAN
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